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INDEPENDENT AUDITOR'S REPORT Clifron F Powell Tr , €0A

To the Board of Directors
of George Crockett Academy

We have andited the accompanying financial statements of the governmental activities. cach major fund, and
the aggregate remaining lund information of Georpe Crockelt Academy. as of and for the year ended June 30,
2008, which collectively comprise the Academy's basic financial statements listed in the 1able of contents.
These fipancial statements are the responsibility of George Crockelt Academy's management.  Our
responsibiliny is to express opinions on these financial statements based on our audit,

We conducted our audit in accordance with auditing standards gencrally accepted n the United States of
America and the standards applicable o financial audits contained in Government Auditing Standords, issued
by the Compiroller General of the Uinited States. Those standards reguire that we plan and perform the audit to
obtain rcasonable assurance aboul whether the financial statements are free of material misstatement. An audit
includes examininz, on a test basts, evidence supporting the amounts and disclosures in the financial
statements. An audit alse includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall Tinancial staitement presentation. We belicve that our audit
provides a reasonable basis for our opinion,

in our opinion, the financial stalements referred (o above present Raiely, in all material respects, the respective
financial position of the governmental activities, cach major fund and the aggregate remamng {und
information of George Crockent Academy as of June 30, 2008, and the respective changes in financial
position, for the yvear then ended. in conformity with accounting principles generally accepted in the United
States of Amenea.

In accordance with Governmens duditing Standards, we have also issued our report dated August 15, 2008 on
our consideration of George Crockett Academy’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations. contracts and grant agreements and other matters,
The purpose of that report is o deseribe the scope of our testing of imernal control over financial reporting and
compliance and the results of that testing, and not to provide an opinton on the nternal conwal over fmancial
reporting or on compliance,  Thal report 15 an imegral part of an audit performed in accordance with
Goversment Auditing Standardy and should be read in conjunction with this report i considering the results
of our audit.



The management's discussion and analysis and budgerary compartson imformation on pages iil through vii. and
20, are not a required part of the basic financial statements but are supplenentary information required by
accounting principles generally accepted in the United States of America. We have applicd certain limited
procedures. which consisted principally of inquiries ol management, reparding the methods of measurement
and presentation of the required supplementary mformation. However, we did not audit the informaiion and
express no opinion on it The introductory and statistical tables have not heen subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly. we express no opinien on
them.

Qur gudit was conducted for the porpose of tornung opimions on the financial statements that collectively
comprise George Crockett Academy's baste financial statements.  The introductory section, combinimg and
individual non major fund financial statements, and stadstical tables are presented for purposes of additional
analysis and are not a required part of the basie financial statements. The combining und individual non major
fund financial staements have been subjected 1o the auditing procedures applicd in the audit of the basic
financial statements and, in our opinion. are faitly stacd in alt material respects inorelation (o the basic
financial staternents taken as a whole,
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T'his section of the Gearge Crockent Academny annual financial report presents our discussion and analysis of the
Academy’s financial performance during the vear cnded June 30, 2008, Please read it in conjunction with the
Academy’s financial statements, which immediately follow this section.

Using this Annual| Report

This annual repart consists of a serics of financial statements and aotes to those statements. These statements
are arganized so the reader can undeirstand George Crocken Academy financially as a whole, The Academy-
wide financial statements provide information about the activities of the whole Academy, presenting both an
aggrepate view of the Academy’s finances and a longer-term view of those finances. The fund financial
statements provide the next level of detn]. For governmental activities. these statements tell how scrvices were
financed in the shor-term as well as what remains {or future spending. The fund financial statements look at
the Academy’™s operations in more detall than the Academy-wide {inancial statcments by providing information
about the Academy’s most significant funds - the General Fund, with all other funds presented in one column as
non-major funds,

Management s Discussion and Anadvsis (AMDEA;
(Required Supplemental fnformation)

Basic Financial Statements

Academy-wide Financial Statements Fund Financial Stetements
Nespes ta the Basic Financial Staiements

(Required Supplemental fnformation)
Budpetary Informeation for Major Funds

Cther Supplemented fnformation

Reparting the Academy ay a Whole - Academy-wide Fingncial Statements

One of the most important questions asked about the Academy 1s. “As a whole, what is the Academy”s tinancial
candition as a result of the year’s activities?” The statement ol net assets and the statement ol activities, which
appear first in the Academy’s financtal statements. report information on the Academy as a whole and ity
activities in @ way that helps vou answer this question. We prepare these statements o include all assets and
liabilities. using the accrual basis of accounting, which i similar o the accounting used by most private-sector
companies, All of the current vear’s revenues and expenses are taken into account regardless of when cash is
received or paid.

These (wo statentents report the Academy's net assets - the difference between assets and liabilites, as reported
in the statement of nel assets - as one way Lo measure the Academy’s Nnancial health or financial position.
Over time, increases or decreases in the Academy™s net assets - as reported in the statement of activities - are
indteators of whather its financial heaith 15 improving or deteriorating. The relationship betwecn revenues and
expenses 18 the Academy’s operating results.  However, the Academy’s goal is o provide services (o our
students. not ko generate prodils as conunercial entities do. One must consider many other non-financial factors,
such as the guality of the education provided and the safety of the schools. to assess the overall health of the
Acadeny.
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The staternent of net assets and (e statement of activities report the governmental activities for the Academy,
which encompass all of the Academy’s services, including instruction. support services. Conmunity services,
athletics. and food services. Unrestricted state aid {foundation allowance revenue), and state and federal grants
finance most of these activities.

Reporting the Academy’s Most Significant Fundy - Fund Financiaf Statements

The Academy’s fund financial statements provide detailed information about the most significant funds - not
the Academy as a whole. Some funds are required to be established by State law and by bond covenants.
However, the Academy establishes many other funds to help it contro) and manage money for particular
purposcs {the Food Servier and Athletics Funds are exampies) or to show that 1t is meeting lepal responsibilities
for vsing grants and other money. The governmental funds of the Academy usc the following accounting
approach:

Governmental funds - All of the Agademy’s services are reported 1 governmental  funds,
Crovernmental tund reporting focuses on showing how money flows into and out of {unds and the
balances left at year end that are available for spending. They are reported using an accounting method
called modilied acerual accounting, which measures cash and ail other financial assets that can readily
be converted to cash. The povernmental fund statements provide a detailed shori-term view of the
operations of the Academy and the services it provides. Govermental fund mformation helps you
determine whether there are more or fewer fimancial resources that can be spent in the near future 1o
finance the Academy™s programs, We describe the relationship {or differences) between governmental
activitics {reported in the statement of net assets and the statement of acuvities) and govermmuental
funds n a reconciliation,

The Academy as a Whole

Recall that the statement of net assets provides the perspective of the Academy as a whole, Following is a
summary of the Academy’s net assets as of June 30, 2008 and Jure 30, 2007,

George Crockett Academy’s Nel Assets

2008 . 2007

Current and ather assets 5 1626105 ¥ 1,433.24]
Capital assets 124,180 L1604

Tonal assets 1730285 1,543,005
Long-term debt outstanding - -
Other hatilities J60.635 IRO.428

Total labilitics 460,655 e 380428
Net assets b 1, 280630 % L163.477




The above analysis focuses on the net assets. The change in net assets (see Statement of Activities scheduley of
the Academy’'s governmental activities 15 discussed below, The Academy’s total net assets were $1.289 630 at
June 30, 2008. Capital assets totaling $124,180. compares the original cost, less depreciation of the Academy’s
capital assets to long-tenm debt used 1o finance the acquisition of those assets. The Academy has no
outsianding long-term debt. Restricted net assets arc reported scparately to show legal constraints from debt
covenants and enabling legislation that Hmit the Academy’s ability 1o use those net assets for day-to-day
operations. The Academy has no restricied net assets.

The $1.165.450 in unresinicted net assets of governmental activines represents the accumulated results of all
past years® operations. The unrestricted net assets halance enables the Academy to meet working capital and
cash low requirements as well as to provide for future uncertainties, The operating results of the Generat Fund
will have a significant impact on the change in unrestricted net assets Irom year 10 year,

The results of ting vear's operations for the Academy as a whole are reported in the statement of activities.
which shows the changes in net assets for fiscal year 2008 and 2007

Changes in George Crockelt Academy's Net Assers

Revenues: 2008 2007
Propramy reveiugs:
Charges for services S 7.297 % 6.823
Federa! and state operating grants 1,017.942 839492
Ceneral revenues:
State aid - wnrestricted 3141202 30952
Miscellaneous I At 12.904
Toral revenues 4,170,865 3.954 424
Cxpenses:
Instruction 1,620,533 |.5365,584
Support services 2188418 2212863
Translers 205,220 -
Unallocated depreciation 36,544 34 649
Total expenses 4050712 3.813.000
[nercase 111 Net assels 126,133 ¥ 141,334




Ag reported in the statement of activities, the cost of all of our govermmental activities this vear was 34,050,712,
Certain activities were partially funded by other governments and organizations that subsidized certain
programs with grants and contributions ($1.017,942), We paid for the remaining ~public beneit™ porvon of ow
govenunental activities with $3,141 202 in state foundation allowance, and with other miscellancous revenues.

The Academy experienced an increase i net assels of $3126,153. The key reason for the change (n net assets
was limiting the growth ot cxpenscs.

As discussed above, the net cost shows the financial burden that was placed on the State by each of these
functions. Since unresiricted state aid constitules the vast majority of Academy operating revenue sources. the
Board of Dircetors and administration must annually evaluate the needs of the Academy and balance those
needs with State-preseribed available uneestricted resources.

The Academy’s Funds

As we noted carlier, the Academy uses funds to help it control and manage money for particular purposcs.
Looking at funds helps the reader consider whether the Academy ts being accountable for the resources the
State and others provide 1o it and may provide more insight into the Academy s overall financial health.

As the Academy completed this yvear, the governmental funds reported a fund balance of §1,165.450, which (s
an increase of B112.637 from lasi year. The primary reason for the increase was. again. the ability to control

CXPENSCS,

General Fund balance 15 available to fund costs related w allowable school operating purposes,

General Fund Budgetary Highlights

Over the course of the year. the Academy revises its budget as it attempts to deal with unexpected changes in
revenues and expenditures, State law requires that the budget be amended to ensure that expenditures do not
excesd appropriations, A schedule showing the Academy’™s original and final budget amounts compared with
amounts actually paid and recetved is provided in the requirted supplemental information of these finuncial
statements.

There were sigmificant revisions made to the 2007-2008 General Fund original budget. Budgeted revennes were
increased $402,572 mostly due to an increase in federal grant revenue compared o what was onginally
budgeted. The Academy 15 a fiscal agent for the mentor grant.

Budgeted expenditures were moercased 3256506 1o account for an increase in salartes and puorchased
professional services resulting from the Academiy's revised operating plan. The amount of transfers to other
lunds cstablished in the zmended budget was $15.829 and represemis support provided by the General Fund 1o
other functions.

There were three variances between the final budget and actual amount disclosed i the notes to the financial
statements.
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Capital Assets and Debt Administration

Capital Assets

As of fune 34, 2008, the Academy had $124. 180 invested in a broad range of capital assets, including building
Improvements and furniture and equipment.  This amount represents a net increase (including additions,
disposals, and depreciation) of approximately $13.516. or 12.2 percent. from last vear.

This yvear's additions of $50.,158 consisted primarily of computer equipment and Activhoards.

No major capital projects are planned for the 2008-2009 (iscal year. We anticipate capital additions will be less

than the 2007-2008 fiscai vear. We present more detailed information about our capital assets in the notes to the
tinancial statements,

Economic Factors and Next Year's Budyets and Rates

Our elected officials and administration consider many factors when sctting the Academy’s 2009 fiscal vear
budget. One of the most impartant factors affecting the budget is our student count, The stae {pundanon
revenue 1% determined by nultiplving the blended student count by the foundation allowance per pupil. The
blended count for the 2009 fiscal vear is 25 percent and 75 percent of the February 2008 and September 2008
student counts, respectively. The 20059 budgetl was adopted in June 2008, based on an estimate of students that
will be enralled in Scptember 2008, Approcimately 78 poercent of total General Fund revenue is from the
foundation ailowance, As o result. Academy funding 15 heavily dependent on the State’s ability e tund Jocal
school operations, Based on carly enrollment data at the start of the 2009 school vear, we anticipate that the fali
student count will be slightly more than the estimates used 1o creating the 2009 budget. Once the final student
count and related per pupll funding is validated, State law requires the Academy to amend the budget i actual
Academy resources are not sufficient to fund original appropriations.

Since the Academy’™s revenue is heavily dependent on State funding and the health of the S1ate’s School Aid
Fund. the actual revenue received depends on the State’s ability to colleet revenues 1o fund its appropriation to
academies, The Stare periodically holds a revenue-eslimating conference to estimate tevenues. Based on the
results of the most recent conference, the Swate estimates funds are sufficient o fund the appropriaton
Howaever. there is much uncertainty with the State’s current nancial condition.

¥It



GEORGE CROCKETT ACADEMY

STATEMENY OF NUET ASSETS
JUNE 30, 2008
See Independent Auditor's Report

ASSETS
Current Assets
Cash and cash cguivalents b 839,261
Due from other povernmental units 79010
Prepaid expenses 50943
Total current ussets 1626, 103
Facilities, Furnitarce and Equipment
At cost less accumulated depreciation of $324.781 124,180
Total assets b 1,750,285

LIABILITIES AND NET ASSETS

Current Liabilitics

Avcounts pavable S 53,351
Deferred revenue 47,970
Other accrued expenses 3537134

Total current labilities 460,655

Met Assets

Invested in capital assets 124,180
Unrestricted 1.165 450
Total nes assets 1,289,651
Total Habilities and net assels b3 1.750.283

—See accampanying notes to financial statements

L9 .



GEORGE CROCKETT ACADEMY

STATEMENT OF ACTIVITIES
FOR THE YEAR LNDED JUNFE 30, 2008
See Independent Auditor's Repart

Net {Expensc)
fevenues and

Changes in
Program Kevenues Net Assets
Crovernment
Charges for Operating Type
Functions Expenses Services Grants Activities
Llementary school 5 857.495 b - 5 308,504 oy (348,991)
Middle school 347,962 - 47,0984 {269.97¥)
High school [17.531 - 0185 (87.346)
sumimer school 16,051 - - (1G,051)
Special education 120.818 - 12(L81 % -
Compensatiny education 160,676 - 160676 -
Student suppornt servives 165,997 - - {165,957
Siaff support services 277050 - - (277,151}
General adiministration 14,747 - - {14747
Lxecutive administration 273596 . - (273,506
Building administration 197 8606 - - {297,860)
Lunch program 54,065 4,505 44,553 {4.605)
Athletic program | H 147 2302 - [8.805)
Business support services 120005 - - {120h003)
Operations and maintenance 757,717 - - {737.71°7}
Pupil transportation 8.430 - - (8.430)
Central sUppor services 105,786 - - (105,786
Community services 1,859 . - {1,850}
Payments to other public schools 205,220 - 2052240 -
Unallocated depreciation 36,544 - - {536,344)
Total primary goverament £ 4,050,712 & 7,297 5 LOTT7.942 (3025473
General purpuse revenues:
Loss on disposal of assets {98
Staie school aid - unrestricied 3.041.202
Miscellaneaus 14,522
Total general purpose revenues 381626
Excess of revenues
OVEr CApenses 126,153
et assets - July 1, 2007 1.163.477
Net assets - June 30, 2008 5 [.289.630

e ZCCOMPANYINE noies o (inancial statements
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GEORGE CROCKETT ACADEMY
BALANCE SHEET

JUNE 30, 2008
Sec Independent Audiior's Report

ASKSETS

Cash and cash equivalents

Due from other governmental uniis
Prepaid expenses

Tatal assets

LIABILITIES AND FUND BALANCES

Liabilitics
Agepunts prayable
Deferred revenue
Other acerued cxpenses

Tanal liabilities
Fund Balances

Unreserved:
Undesignated

Total liabilites and
fund balances

e gcoompanying notes to financial statements

General

§39.2601]
707,801
JB.943

1,626,103

o
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GEORGE CROCKETT ACADEMY
RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE TO NET ASSETS
OF GOVERNMENTAL ACTIVITIES

JUNE 30, 2008
See Independent Auditor's Report

Amounts reported for povernmental activities in the statement of net assers are differend because:

Total Governmental Fuand Balance § 163,430

Capital assets used in governmental activities are not (nancial resources and,
therelore. are not reported 10 the funds. The cost of the assets 15 53448961 and the

accumnulated depreciation is $324 78], 124,180
Net Assets of Governmental Activities ¥ 1280630

e accompanying notes to financial statemenis

—_
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GEORGE CROCKETT ACADEMY

STATEMENT OF REVENULS, EXPENIITLRES
AND CHANGES IN FLIND BALANCE - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED TUNE 30, 2008
See Independent Auditor's Repirt

General School Service
Revenuex
Local sources h 302208 7297
State sources 3,362,945 3405
Federal sources 6249, 1410 39,150
Total governmental fund revenues 40251 131.852
Expenditures
Elementary schoof 457,405 i
Middle schoal 347,962 -
High school 117,531 .
Summer sehoal 16051
Special education 120,818 -
Compensatory education 160,676
Student support services 165,997
Staff support serviees 271050 -
Cencral administralion 14,747 -
Executive admintstration 273596
Building administration 207866 -
Lunch program - | 54065
Athletic program - 11.167
Business support services 120,005
Operations and mainlenance 75707
Pupil transportation £.430 -
Central support services 03786
Community services |.83%
Capnal outlay 300158
Taotal povernmental lund expenditures 3693 844 63,262
Excess (deficiency) of revenues over expenditures 331.267 (1341
Other financing sources (uses)
Payment w other schoo! districis {203,220} -
Operating transfers in - 13410
Operating transfers out (13.410) -
Total ather financing sources (uscs) (218,630 [ 34140
Excess of revenues and other (inancing
sources over expenditures and other {uses) 112.637
Fund halance - July [ 2007 1.032 K13 -
Fund balance - June 3¢, 2008 b 1,165.430 &

@‘%ee accompanying notes to financial statements



GRORGE CROCKETT ACADEMY

RECONCILIATION OF THE STATEMENT OF REVENLUES, EXPENDITURES ANID CHANGES IN
FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 34, 2008
Se¢ Independent Auditor's Report

Amounts reparted for governmental activites in the statement of activities are different because:

Net Change in Fund Balances - Total Goveromental Funds S 112637

Governmental funds report capital outlays as expendilures, However, in the statement
of activities, assels arc capitalized and the cost is allocated over their estimated useful
lives and reportcd as depreciation expense. This is the amount by which capital
outlays exceeded depreciation in the current period.

Capital outlays $ 315K

Drepreciation expense (36.544)

Loss on disposal of assets fUR)y 13,516
Change in Net Assets of Governmental Activities 5 126,153

. Sce ACCOMpanying notes to financial slatements



GEORGE CROCKETT ACADEMY

NOTES TO FINANCIAL STATEMENTS

FOR TIE YEAR ENDED JUNE 30, 2008
See Independent Auditor's Report

NOTE 1 - Summary of Significant Accounting Policies

The accounting policies of George Crockett Academy (the “Academy™ conform to gencrally accepted
decounting principles applicable to public school academies, The following is a summary of the sienificant
accounting policies:

Repariing Entity

CGreorge Crocket! Academy was formed as a public school academy pursuant to the Michigan Schooi Code of
1976, as amended by Act No. 362 of the Public Acts of 1993 and Act No. 416 of the Public Acis ot 1994,

In August 1928, the Academy entered indo a five-year contract with Ferris State Universiny™s Board of Cantrol
1o charter a public school academy. The contract was subsequent)y rencwed in 2003 for an additional five-
vear ternl. The contract requires the Academy to act exclusively as a governmental apency and not undertake
any aclion inconsistent with ity status as an entity authorized to receive state school aid funds pursuant to the
Stare constitunion. The University’s Board of Control is the fiscal agent for the Academy and 15 responsible for
overseetng the Academy’s compliance with the comract and all applicable laws. The Academy pays Ferris
State Uneversity’s Board of Control three percent of state aid as administrative foes. Total admimistrative lees
pald {or the vear ended fune 30, 2008 were approximately $93,130.

In July 1998, the Academy cntered into a five-year agreement with The Leona Grouop, [LL.C.. The contracl
was subsequently rencwed for an additional seven years commencing in July 2001, Under the terms of this
agreement, The Leona Group, LJ.C. provides a vanety of services ncluding financial management,
cducational programs and consulting, as well as teacher traimng. The Academy is obligated (o pay The Leona
Group. L.1.C, ten percent of the Academy's gross revenues. The gross revenoes include all receipts of the
Academy, excluding any procecds from borrowings undertaken by the Academy. The total paid for these
services amounted to approximately $397.000 for the vear ended Tune 30, 2008,

The accompanying financial statements have been preparcd in accordance with criteria cstablished by the
Gavernmental Accounting Standards Board for detenntning the various povernmental organizatons w be
included in the reporting entity, These criteria include significant operation of financial relationships with the
public school Academy. Bascd on application of criteria, the Academy does not contaln cumpuonent umts.

Fund Finaneiz) Statements

Fund financial statements report detailed infonnation abont the Academy. The locus of governmental {und
financial statements is on major funds rather than reporting funds by tvpe. Fach major fund is presemed ina
separaie columin.  Noremajor funds are aggregated and presented in a single column, The Academy bas
elected to specify all of its funds as major.



GEORGE CROCKETT ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditor's Report

NOTE 1 - Summary of Significant Accounting Policies - Continued

Rasis of Presentation - Fund Accounting

The accounts of the Academy are orgamized on the basis of tunds. The operations of a fund are accounted for with
a separate set of sell-balancing accounts that comprise its assets, liabilities, fund batance. revenue and
expenditures. Government resources are allocated 10 and accounted tor in individual funds based on the purposes
fur which they are 10 be spent and the means by which spending activities are controlled. The various funds are
erouped, in the combined hinancial stalcments in this report, inte generic fund types in bwo broad fund categories.

Governmental Fonds

A povernmental fund is a fund through which most academny funclions typically are financed. The acquisition, use
and balances of the Academy’s expendable financial resources and the related current liabilitics are accounied for
through a governmental fund.

General Fand - The general fund is used to record the gencral operations of the Academy pertaining o education
and thosg operations not provided for in other funds, Included are all rransactions related 1o the approved current
aperating budget.

School Service Fund - The school service fund 5 used o account for the food service and athlelic program
operations. The school service tund is a subsidiary operation and is an obligation of the general fund, Therefore
any shartfall in the school service fund will be covered by an operating ransfer from the general fund, The schoo!
service fund doos not maintam its own assets and liabilities, accordingly, no balance sheer 15 presented for this
fund.

Governmental funds wilize the modified acerual basis of accounting.  Modifications in such miethod from the
avcrual basis are as follows:

a. Revenue that is both measurable and available for use to finance operations is recorded as revenue when
eamed. Reveoues are considered to be avaflable when they are collectible within the current peried ar soon
enongh thercafter o pay liabilities of the corrent peviod. For this purpose, the Academy considers revenues
10 be available ifthey are collceted within sixty days of the end of the current fiscal period.

b. Payments for mventoriable types of supplies, which are not significant at year end, are recorded as
expenditures at the time af purchase,

c. Principal and interest of general long-termm debt are not recorded as expenditures until their due dates.

d. The State of Michigan utilizes a toundation allowance funding approach, which provides for a specific
annual amount of vevenue per student based un a state-wide formula, The foundation allowance is {unded
from a combination of state and local sources. Revenue from state sources s primarily governed by the
School Aid Act and the School Code of Michigan. The State portion of the foundation is provided from the
State’s School Aud Fond and so recognized as revenue i aceordance with stawe law. A major partion af the
Academy is considered to be economically dependent on this ald. The Academy's existence 15 dependent
upan continued gualitication for such aid.



GEORGE, CROCKFETT ACADEMY
MOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JWE 30, 2004
See [ndependent Auditor's Report

NOTE I - Summary of Sipnificant Accounting Policics - Continued

Government Witde Financial Staicments

The government-wide financial statements {i.c. the statement of Net Assets and the Statement of Activities) report
nformation on all of the non-fiduciary activities of the primary govemment. The zovernment-wide financial
statements are prepared wsing the economic resources measurcment focus and the acerual basis of accounting.
This approach ditfers from the manner in which povernmental fund financial statements are preparcd. Therclore,
governmental fund financial statements include reconciltations with bric” explanations to better denify the
relationships between the government-wide stalements and the statements for governmental funds.

The government-wide Statement ol Activitics presents a comparison between expenses, and program revenues for
each sepment of the busingss-1ype activitics of the Academy and for cach governmental program. Hrect expensis
are those that are specifically associated with a service, program or department and are therefore clearly
identifiable to a particular function. The Academy does nou allocate indirect expenses 10 programs,  Prowram
revenues include charges paid by the recipients of the poods or services offered by the programs and grants and
contributions that arc restricted 1o meeting the operational or capital vequirements of a particular program.
Revenues not classified as program revenues are presented as goneral purpose revenocs,  The comparison of
progrant revernucs and expenses identifies the extent 10 which gach program or function is self {inancing ur draws
from the general purpose revenues of Lhe Academy,

Net assets should be reported as restrnicied when constraints placed on net asset use are either extemally imposed
hy creditors, grantors, contribators, or laws or regulations of other governments or imposed by law throwgh
constitutional provisions or cnabling legislation.  The Academy first intilizes restricted resources W finance
gualifving activities.

Separate financial staterments are provided for governmental funds and fiduciary funds, even thoush the latler are
excluded from the povernment - wide financial statements.

Cash and Cash Equwivalents

The Academy's cash and cash eguivalents are considered to be cash on hand, demand deposits and short-rerm
investmems with maturities of three mombs or less from the dare of acquisiion.  The Academy reports ity
investments i accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain
Investments and for External Investment Pools and GASB No. 40, Deposit and Investment Risk Disclosures.
Under these standards, certain imvestments are valued at faie salue as determined by quored murket prices or by
cstimated fair values when quoted market prices are not available.  The standards also provide that certain
investments are valued at cost (or amortized cost) when they are of 4 short-term duration, the rate of return s lTxed,
and the Academy intends to hold the investment unti) matunty, State statutes authorize the Academy to invest in
honds and other Jirect and cenain indircet obligations of the LIS, Treasurs; certificates of deposit, saving
accounts, deposit accounts. and or depository receipts of a bank, savings and lean association, or credit union.
which is a member of the Federal Deposit Insurance Corparanon. ederal Savings and Toan Corparation or
National Credit Union Administration. respectively; in commercial paper rated at the time of purchase within the
three highest ¢lassificanons established by not less than two standard rating services and which matures not more
than 270 davs after the date of purchase, The Academy is also authorized o invest in U5, Government or Federal
apency obligation repurchase agreements. bankers” acceptances of LS, banks. and mutual funds compaosed of
investments as outlined above.

@ Y



GEORGE CROCKETT ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditor's Report

NOTE 1 - Summary of Significant Aceornting Policies - Continued
Receivables

Receivables at tune 30, 2008 consist primarily of state school aid due from the State of Michigan. Al receivables
are expected 10 be fully collected in July and Auvpsust of 2008 and are considered current for the purposes of these
basic Mnancial starements.

Prepaid Asscts

Payments made 1o vendors for seevices that will henefit periods bevond June 30, 2008, are recorded as prepaid
tems using the consumption method, A current asset for the prepaid amount is recorded at the time of the purchase
and an expenditure is reported in the year in which services are comstmed.

Ideferred Revenue

Dieferred revenue arises when asscts are recognized belore revenue recopnition ¢rteria have been satisiiod. Oeants
and entitlements received before the elipibility requirements are met and recorded as deferred revenue.

Canital Assets and Depreciation

All capital assets are capitalized ar cost {or estimated historical cost) and updated for adduions and retirements
during the vear. The Academy follows the policy of not capitalizing assets with a cost of less than $1.000, and a
useful 11 of less than one veur. In additnon, any item costing under 51,000 alonc but purchased as a group for over
52,300 will be capitalized. The Academy does not possess any infrastructuie assets.

All reported capital assets, with the cxception of land. are depreciated.  Improvements are depregiated over the
rernaining usetu! lives of the related capital assets. Depreciation is computed using the straight-line method over the
fullowing usefol lives:

Building and improvements 10 - 39 vears
Furnitire and equipment 5 -7 vears
Computers and sofiware 3 years

Accruad Liabilities and Long-Term Oblipations

All payables, accrued labilities and long-term obligations are reported in the governmeni-wide Hinancial statements.
In gencral, pavables and accrucd liabihities that will be paid from govermmental funds are reported on the
governmental fund financial statements regardless of whether they will be Jiguidated with cureent resourees,
However, the non-current porlion of capital leases that will be paid from povernmental funds are reporied as a
labiliy in the fund financial statements only i the extent that they will be paid wirth current, expendable, available
financial resources. [n general, payments made within sixty dayvs after vear-end are considered o have been made
with current available financial resources, Other long-term obligations that will be paid from governmental fuads
are not recognized as a liahility in the fund financial statements umtil duc.

il
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GEORGE CROCKETT ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008
See independent Auditor's Report

NOTE 1 - Summary of Significant Accounnting Policies - Continued
Net Assets

et assets represent the dilference between assets and liabilities.  Net assets invested in capital assets, net of
related debt consists of capital assets. net of accumulated depreciation. reduced by the cutstanding balances of any
borrowings vsed for acquisition, consiruction. or improvement of those assets.  Net assets are reported as
restricted when there are limitations imposed on their use cither through the enabling legislation adopted by the
Academy ov through external restrictions imposed by creditnes, prantors or taws of regulations of other
g{wemmunlﬁ,

Estimates

The preparation of linancial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the amounis reported in
the financial statements and accompanying notes. Actual resuls may differ from those estimates.

NOTL 2 - Stewardship, Compliance and Accountability

Annual budgets are adopted on a consistent basis with accounting princeples generally accepted in the United
States ol America and state law Tor the general fund. AN annual appropristions lapse at fiscal vear end and
encumbranees are not formally recorded.

The budeet document presents infosmation by fund and function. The legal level of budgetary contral adopted by
the governing body is the function level. State law requires the Academy to have its budget in place by July 1.
Lxpenditures in excess of amounts budzeted is a violation of Michigan law, The Academsy 1s required by law to
adopt a general fund and school service fund budget.  During the year ended June 30, 2008 the budget was
ammended in a legally permissible manner.

The budget statement (budgetary comparison schedule - all governmental fundsy s presented on the combined
statement of revenue, expenditures. and fund balances. Budzet overruns are as follows:

Budget Actual
Cencral Fund
Sumimer school s 11.4%2 b 16051
Student support services 163 436 | 63997
Building administration 250,347 207 866

NOTE 3 - Deposits and Investments

The Academy maintains cash balances at various {inancial institutions, The balances are insured by the Faderud
Deposit Insurance Corporation up 1o 31000000 per institution. The Academy’s uninsured and uneollateralized
cash balance as of June 30, 2008 amounted w SBOE,380.



GEORGE CROCKETT ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDLED JUNE 30, 2008
See Independent Auditors Report

NOTE 4 - Due Fraom (vher Governmental Units

Amounts owed from governmental units and other consist of the following:

State sources S 623087
Jederal sources 1%, 5640
Miscellaneous 13.048

Total h 7079014

NOTE 5 - Capital Assets and Depreciation

Capital asset activity ol the Academy’s governmental activities was as follows:

Balance Balance
July 1, 207 Additions Disposals Jung 30, 2008
Site improvements 5 151,446 g 2554 0§ - b 134,000
Equipment and furniture 264,790) 47.604 17.433 254,961
Subtotal 416,236 3158 17433 348 961
Accumulated depreciation 305572 36.544 17.335 324781
Net hook value of assets $ 110,664 $ 13614 8§ 98 % 124,80

Depreciation expense was not charged to aclivities as the Academy considers its assets to impact multiple
activitics and allocation is not practical.

NOTE 6 - Accrued Expenses

Amounts acerued at vear end consist af the lollowing:

Contracts payable 102,078
Purchased services 236,851
University oversight fee 17,303

Total acerued expenses $ 357.134

1) 12-



GEORGE CROCKETT ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDEDR JUNE 10, 2008
Sec Independent Auditor's Report

NOTE 7 - Operating Lease

The Academy has entered into an operating lease apreement with an unrelated third party for a school building,
The Academny is responsible for insurance, repairs. and maintenance related to the facilities. Rent is pavable on a
monthly basis and i5 equal 10 17.46% of the state aid Tor the per pupil eorollmeni. The Ngure is based upon the
September count and goes into effect November T of cach year. The lease term commenced in July 2006, and
exires in June. 200 The Academy incurred rent expense of approximately $490, 000 in coancetion with the
lease based on its pupil count during the vear ended June 30, 2008,

The Academy has entered nio an operating lease apreement for a consorttum high school with two other
academies, In addition w the total lease payments. cach academy is jointly and individually liable for all
improvements, insurance, taxes, utilities, and repairs related to the facility. The term of the lease is from August.
2002 through Augest. 2012, The Academy incurred rent expense of $47,.000 in connection with the lease based
onits puptl count during the vear ended June 30, 2008,

Total approximale remaining lease payments are as follows:

Flementary Consortinm

S¢hoal Total Lease

200 5 490000 S 376000
2010 A4 000 376,000
01 - 376000
202 - 376,000

Rent for the consortivm high school s allocated 1o the three academies based on each academy's pupil count.

MNOTE B - Retirement Plan

Al teased emplovees of the Academy are cligible 1o participate in a retirement plan established by its
management compatty which qualifies under the provisions of Section 401(k} of the Internal Revenue Code, The
Academy will match up to 6% of employee contributed funds, Eligible emplovees may contribute up 10 15% of
their salaries under the terms of this plan. The Academy’s contributions to the plan for the year ended June 30,
2008 amounted to approximately 40,000,

NOTE 9 - Interfund Transfors

During the normal course of the school vear the Acadomy transferred amounts between its two mapor {unds as
tfollows:
General School Service

Transters In 5 - 3 13410

Transfers O 13410 -

@ IR



GEORGE CROCKETT ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR LNDED JUNE 30, 2008
Ser Independent Auditor's Report

NOTE 10 - Risk Management

The Academy is exposcd to varous risks of loss related 1o property loss, torts, errors and onussions and
emplovee igunes (worker's compensation}, as well as medical benclus provided to employees. The Academy
has purchased commercial insurance for all claims. Settled claims relating 1o the commercral insurance have
not exceeded the amount of insurance coverage i any of the pasi three fiscal vears.

CLC 14 -
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INDEPENDENT AUDITOR'S REFPORT ON SUPPLEMENTAL INFORMATION

To the Board of Dircctors
of George Crockett Academy

We have audited the accompanying basic financial stalements of George Crockett Academy for the vear
ended Junce 30, 2008. Our audit was made for the purpose of forming an opinion on the lnancial statements
taken as a whole, The additional information listed in the table of contents is presented for purposes of
additional analysis and ts not a required part of the financial statements of George Crockett Academy, This
information has been subjected to the procedures applicd in the audit of the financial statements and. in our
opinion, 15 fairly stated in all matenal respects in relation 1o the fimancial statements taken as a whole,

Cr nskm'/l/dnm & Company. P .

Aypsust 13, 2008
Rachester, Mrchigan



GEORGE CROCKETT ACADEMY

REGUIRED SLPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE - ALL GOVERNMENTAL FUNDS
FOR THE YEAR ENDEDY JUNE 30, 200%
See Independent Auditars Repart on Supplemental Infarmation

Creneryl Fund

Original Budget Firal Budgel Actual
Kevenues
Lacal sources b3 (ka0 & BRI SO BRI
Stile sources 3,165,381 J3B4 BT 3362449
Federal snurees JAB.34Y FUB 311 LT T
Towa povernmenii!t fund revenucs 3724130 4126702 40250101
Expenditures
Flemeniarny s¢howl B44.594 569 964 8374495
Middie school 37007 366,244 AT 062
High school 134,741 120,987 117.53]
Summer schonl 14,320 11,492 [ 6,051
Special edugation 152,661 129 867 20518
Compensatory education 154031 180426 160,676
Kiudent support services |3R.104 163436 163,997
Staff suppor serviges 252,714 293,192 277150
{eneral adininistration 14,241 16,770 14,747
Executive administration RESLREN 278,748 373556
Building administration J3R.R40 290341 297 866
Lunch program - - -
Athletic program - - -
Business support servives [NECRELE 130,177 120,005
Operations and mainienance T8O 04 TRIT2S 737707
Pupil transportacion 4. 786 T 8430
Conlra’ support services 103,317 125,133 [ G5.786
Cammunity services E000 1.250 150
Capital autly 837 61,725 80,158
Total governmental fund expenditures I6RETTY 3834 845 1693844
Lxcess (deficiency of revenues over expenditures 35351 241857 331.247
Other finuncing sourges (uUses)
Payinents to other public schools (225101} (2032203
Operitting transfers in - - -
Operating transfers ot {18.959) {15829 (13.410)
Total ather financing sources {uses) {18495 (240 030) {218,630
Excess of revenues and other finaucing sources over
expenditores and ather uses 16,3492 Ae2T 112637
Fund balance - July 1, 2007 1052813 | D52.813 [O52.813
Fund balance - lune 30, 2008 ) 1.D69205 & [PRLCE s S 1,165,430




Schoal Servicer Fund

Origina! Budget Finzl Budget Actuai
3 14407 % a.0u % 1.2497
4 5040 5,405 5405
F38.832 138, 444 1349150
157,735 P9 B0 [51.852
tad 852 154,334 1540685
13,845 11,383 L1,1497
176,697 165719 65262
{18,958) (13,.8249) (13,4110
13,938 15,829 134140
[B.958 15,82% 13410
5 $ % -




GEORGE CROCKETT ACADEMY

SCHEDULE OF REVENUES - ALL GOVERNMENTAL TUNDS
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditars Report on Supplemental [nFormation

General School Service
Local Sources
Duonalions h) 1477 b .
Dues and tecs 7.208 2392
FSL grant 2% 500 .
Food sales - 3 605
Merchandise sabey 1,525 -
Miscellaneous 34 -
Total local sources 33022 7.2097
State Sources
Al risk 148 5376
School lunch - 3,405
Special education 73171 -
Siate aid 3,141.202
Tutal state spurces 3.362.949 3.405
Federal Sources
Fond commodities - 14024
IDEA special education 67.764 -
Menlor grant 284190 -
Safe and drug free grant 4,70 -
School lunch - 125126
Tite 1 233,617 -
Tatle 1A 35311 -
Title HD 430 -
Tite ¥V 228 -
Total tederal sources f126 140 139 150
Total governmental fund revenues 4025101 % 151.852

'@ -17 -



GEORGE CROCKETT ACADEMY

SCHEDLLE OF EXPENDITURES - AL GOVERNMENTAL FLUNDS
FOR THFE YEAR ENDTETY JUNE 30, 2008
Sce Independent Auditors Report on Supplemental Inlormation

General School Service
Elementary School
TPurchased services $ 8346035 3 -
NDues and fees 5542 -
‘Feaching supphies and materials 17.288 -
Tolal elementary school 837,495 -
Middle Schiol
Purchascd services 331,130 .
Dhues and fecs 679 -
Teaching supplies and materials 16,1353 -
Total middle school 347.962 -
High School
Purchased services 10548 -
Dues und fees 1,503 -
Teaching supplies and matenals 5,480 -
Tota) ngh school 17,5331 -
Sumner School
Purchased services 13632 -
Teaching supplies and materials 419 -
Total summer school 16051
Special Kducation
Purchased services 19 385
Teaching supplies and materials 1,433
Total special education 12818 -

__See independent auditor's report on supplemental information
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GEORGE CROCKETT ACADEMY

SCHEDULE OF EXPENDITURES - ALL GOVERNMENTAL FUNDS - Continued
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditors Report on Supplementai Taformation

General Schonl Service
Compensatory Education
Purchasced services 137,171 -
Teaching supplies and materials 23,505
Tiral compensatory edocation 160,676 -
Student Suppaoert Services
Cuidance services SLET] -
Psychological services 3,768
Speech pathology services 69,183 -
Social work services 42175 -
Total student support services PGS 007 -
Staff Support Services
Purchased services 136,114 -
Management fecs 79314 -
Professional and technical services 21.639
Teaching supplies and material 23.221
Workshops and conferences 16,862 -
Tatal stalf support services 277130 -

Creneral Administration
Professional services 1L 500 -

Miscellancous 3.247
Total ceneral administration 14747 -
Executive Administration
Management fees 178 436 -
Universily oversight 03140 -
Total execulive administration 273594

e e independent auditor's report on supplemental information
9.



GEORGE CROCKETT ACADEMY

SCHEDULE OF EXPENDITURES - ALL GOVERNMENTAL FUINDS - Continued
FOR THE YEAR ENDEL JUNIE 30, 2008
See Independent Anditors Report on Supplemental Information

Gencral Schaol Service
Building Administration
Purchased services 284.546 -
Dues and fecs 3.058 .
Postage 1650
Supplies and other % 343 -
Miscellancous 220 -
Total buildimg administration 2497 866 -
Lunch Program
Purchased services - 22,166
Milk and food - 131.206
Miscellancous - 6493
Total lunch propram . 134,063
Athletic Program
Purchasced services - 1414
Lyijes and fees - é_l,?l’]ﬂ
Supplies and materials - 5583
Total athletic program - 11.197
Business Support Servites |
Murchased services 19,5344 -
Bank fees 8519 -
Management fees 99,142 -
Total business support seTvices 120,005 -

See independent auditor's report on supplemental infermation
3
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GEORGE CROCKETT ACADEMY

SCHEDULE OF EXPENDITURES - ALL GOVERNMENTAL FIINDIS - Continued
FOR THE YEAR ENDED JUNE 30, 2008
See Independemt Auditors Report on Supplemental Information

General Schoul Service
Operations and Maintenance
Purchased services - security 4,846 -
Buiding rent 336,601 }
Dues and fees 3803 .
Fquipment reotal 11.154 .
Liability insurance 13460 -
Repair and mainienange 114.189 -
Suppites and malerials 17,207 -
Utilities and telephone 55,607
Total operations and maintenance FNTT -
Pupil Transportation 8,430 -
Ceniral Support Services
Copymight fees 18,781
Management fees 300657 -
Marketing and recruriment 18,353 -
Outside services [6. 164
Supplies and materials 2,071 -
Workshops and conterences 9,855 -
Total central support services TS5, 7860 -
Communiny Services 1. 859 -
Capital Outlay
Compensatory education 32414 -
staff support services 14,380
Operations and maintenance 3.164
Tatal capital outlay 50,158 -
Total governmental fund expenditures ¥ 3,693,844 s 165262

- oie independent auditor's report on supplemental information
2O .
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Report an [nternal Control Over Financial Reporting and on Compliance and Other Matters
Rased on an Audit of Financial Statements Performed in Accordance with
with Govermment Auditing Standards

Ta the Board of Directors
of George Crovkett Academy

We have audited the financial statements ol the governmenial activities, each major fund. and the aggregaie
remaining fund information of George Crockent Academy as of and for the vear ended lune 30, 2008, which
collectively comprise the Academy's basic fnancial statements and have issued oue repert thereon dated August
13, 2008, We conducted our audit in accordance with auditing standards generally accepted in the United States
of Americn and the standards applicable w financial andits contained in Goverament Auditing Standards, 1ssued
by the Comptroller General of the United States.

Internal Contrnl Qver Financial Reporting

In planning and performing our audit, we considered George Crockett Acaderny's internal contral over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinians on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of George Crockert
Academy’s inlemal contral over financial reporting.  Accordingly, we do not express an opinion on the
effectiveness of George Crockett Academy's intermal control over financial reporting.

A conteol deficiency exists when the design or operation of a control does not allow management or emplovees,
in the normai course of performing their assigned functions, lo prevent or derect misstatements on a  timely
basis. A stgnificant deficiency is a control deficiency, or combination of control deficiencies. that adversely
aflects the Academy’s ability 10 initiate, authorize, record, process or report {tnancial daia reliably in aceordance
with generally accepted accoumting principles such that there s more than 2 remote Likelihood that s
misswatement of the Acadermy's financial statements that is more than inconsequential will not be prevented or
detected by the Academy's internal control,

A material weakness 15 a significant deficiency. or combination of significant deficiencies, thal results in more
than a remate likelibood that 2 muterial nussiatement of the Onancial satements will not be prevented or
detected by the Acadenmy’s internal contral.

Our consideration ol internal control over financial reporting was for the limited purpose deseribed in the first
paragraph of this section and would not necessarily identify all deticiencics in internal control that might be
significant  deficiencies or material weaknesses, We did not identify any deficiencies in internal control over
financial reporting that we consider to be matgrial weaknesses, as defined abowve.



Compliance

As part of obtaming reasonable assurahce about whether George Crocket Academy's Nnancial statements are
free of material misstatement. we performed tests of its compliance with cortain pravisions of laws,
regulations, contracts and grant agreemenis, noncompliance with which could have a direet and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit. and accordingly, we do not express such an opinion,
The results of our tests disclosed no instances of noncomphiance or other natlers that are reguired to be
reported under Government Auditing Standords.

This report 15 intended solely for the information and use of management, the board of directurs, the
Michigan Department of Education. and others within the entity and is not intended to be and should not be
uwsed by anvone other than those speeified partics.

August 15, 2008
Rochester, Michigan

1
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INDEPENDENT AUDITOR'S REPORT

To the Roard of Directors
of George Crockett Academy

We have audited the accompanying financial statements of the governmental activities, cach major fund. and
the aggregate remaining fund imformation of George Crockelt Academy, as of and for the year ended June 30,
2008, which collectively comprise the Academy's basic financial statements as listed in the table of contents,
These financial stawements are the responsibihty of Georpe Crocken Academs's management.  Our
responsibilify 15 to express opinions on these financial statements based on our sudit.

We conducted our audit in accordance wath auditing standards generally accepted in the United Siates of
America and the standacds apphicable o {inancial audits contained i CGovernmemt Auditing Stendards. 1ssoed
by the Comptroller General of the United States, Those standards require that we plan and periorm the audit
o obtain reasonable assurance abow whether the financial statements are free of material misstatement. An
audit ineludes examining. un 4 test basis, cvidenece supporting the amounts and disclosures in the financtal
statements. An audit alse includes assessing the accountng principles used and the sipnificant estimates made
by management, as well as evaluating the overall financial statemem presentation. We believe that our audir
pronvides a reasonable basis for our opinions.

iin our opinion, the financial statements refermed 10 ahove present fairly, in all material respects. the respective
financial position of the govermmental acuvities. cach major fund, and the aggregate remaining fund
information of Georpe Crockett Academy. as of Juoe 30, 2008, and the respective changes in financial
position [or the vear then ended in ¢conformity with accounting principles generally accepted in the United

States of Amertea,

Our audit was conducted for the purpose of forming opmions on the fNinaocial stwements that collectively
comprise George Crocketl Academy’'s basic financial statements.  The agcompanying schedule of lederm
awards 15 presented for purposcs of additional analyses as required by U.S, Office of Management and Budget
Cirgular A-1330 Audits of Staws, Local Governments and Non-Profit Organizauon and is not a required part
ol the basic financial staternents.  The infortation contyined in this schedule has been subjected 1o the
auditing procedures applied in the audit of the basic finuncial statements and. in our opinion. is fairly stated 1o
all material respects 1o relation 1w the hasic financial staiements laken as & whole.



In accordance with Governmens Auditing Standords. we have also issued our report dated Augast 15, 2008 on
our consideration of George Crackett Academy’s internal control over financial reporting and on our wsts of
its comphance with certain provisions ol laws, regulations, contracts and grant agreements and other maters.
The purpose of that report 1s to deseribe the scope of our testing of Internal control over finangial reponing
and compliance and the results of that testing, and not 1o provide an opinion on the mternal contral aver
financial reporting or on compliance. That report is an integral part of an awdit pertormed in accordance with
Government Auditing Standards and should be considered in assessing the resuits of oor audit.

//ct 5o
'W. T P:%/

skey, Lanni & Company,

August 15, 2008
Rochcstu, Michigan
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Independent Auditor's Report on Compliance and Internal Control Over Financial Reporting
Based on an Audit of Financial Statements Performed in Accordance with
Grovernment Auditing Standards

To the Beard of Directors
of George Crockett Academy

We have audited the basic Dinancial statements of the governmental activities. cach major fund, and the
aggregate remaining fund information of Georpe Crockett Acadenmy as of and for the vear ended lunc 30, 2008,
which collectively comprise the Academy’s basic financial staternents and have issued aur report thercon dated
August 15, 2008, We conduecied our audit in aceordance with auditing standards generally accepted in the United
States of America and the standards applicable to linancial sudits contained in Govermment Anditing Sicndards,
1ssued by the Comptroller General of the Linited States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered George Crockett Academy’s internal control ever financial
reporting as & basis for designing our auditing procedures for the purpose of expressing an opinion on the
financial statements, but not for the purpose of uxpressing an opimion on the effechiveness of the George
Crockett Academy’s internal controt over financial reporting, Accordingly, we do not express an opinion on the
elfectivencss ot the Georoe Crockett Acadoiny’s internal control over financial reporting.

A control delicieney cxists when the design or operation of a control does not allow management or emplovees
in the normal course of performing their assigned funcrions. to prevent or deteel misstatements on o timely
hasis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversery
aflects the entitv's abtlity to initiate, authorize, record, process or repert financial data reliably v accordance
with generallv accepted accounting principles such that there s more than a remote likelibhood that a
misstatement of the entity's financial statements that is mare than inconsequential will not be prevented or
deteeted by the entity's internal control.

A material weakness is a stenificant deficiency or combination of signilicant deficiencies that results in more
than a remote hkelihood that a material misstatement of the Ninanctal satement will not be presented or detected
by the entity's internal control,



Cur consideration of inlernal control over financial reporting was for the lintited purpose described in the
first paragraph of (his section and would not necessarily identify all deficiencics 1o intemal control tha
might be significant dehciencies or material weaknesses. We did not identity any deficiencies 1o internal
control over Ninancial reporting that we consider to be material weaknesses, as defined above

Compliance

As part of ohtaimng reasonable assurance about whether George Crocketl Academy's financial statements
are free of material misstaternent, we perforned tests of its compliance with cerlain provisions of laws.
regulations, contracts and grant agreements. noncompliance with which could have « direct and materal
effect on the determination of linancial statement amounts, However. providing an opinion oo compliance
wilh those provisions was not an objective of our audit, and accordingly. we do not express such an opinion.
The results of our 1ests disclosed no nstances of noncomphiance or other matters that are required o be
reported under Government Auditing Standards.

George Crockett Academy's response 1o the findings identified in our audit is described in the accompanying
schedule of findings and questioned costs, We did not audit George Crockett Academy's response and.
accordingly, we express no opinion on it

This report 1% intended solely for the use of management. the board of direciors, the Michigan Depantment of
Fducation, and others within the entity and is nor intended 1o be and should not be used by anvone ather
than those specified parties,

-
/ﬁ%’;é &4&;/}?6’.

oy, Lanm & Campany. P.(L

August 13, 2008
Hochester, Michigan



ol

CFOSkCY’ lLanni & C[)H"lpﬂh}-", PC 345 Dhwersion Street, Suite 41¥)
Certified Puilic Accounlants and Business Advisors Rochester, M1 4837
Citce 2480503300 Fax MB.099.535

Dravid M. Crossey, ora
Thomas B Janm, CFA
Carolvn A, Jones. CPA

Coation FoPowell ] O0A

REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE 1T(» EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLTANCE [N ACCORDANCT, WITH OMB CIRCULAR A-133

To the Board of Dircetors
of George Crockert Academy

Cempliance

We have audited the compliance ol George Crockett Academy with the types of complianee reguirements
described in the U8, Olfice of Management and Budget {OMB) Cireular A-135 Comphance Supplemant that
arc applicable to its major tederal program for the vear ended June 30, 2008, George Crockett Acadeniy’s
major federal program 15 identified in the surmmary of avditar's results section ot the accompanying schedule
of findings and guestoned costs,  Comphiance with the requirements of laws. repulations, contracls, and
grants applicable w0 its major federal program 1s the responsibility of George Crockell Academy's
management. Our responsihilily is o express an opinon based on George Crockett Academy's compliance
based on our audit.

We conducted our audit of compliance in sceordanee with auditing standards eenerallv accepted o the United
States of America; the standards appiicable to financial audits contained in Government Awditing Standards.
issued by the Compirotler General of the United States: and OMB Circular A-133, Auwdits of States. Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require thal we plan
and perform the audit to obtain reasonable assurance about whether notcompliance with the types of
compliance requirements reforred w above that could have a direct and matenial eifect on a muyor {ederal
progrzm occurred. An audit meludes examining. on g test basis, evidence abowt George Crackett Academy's
compliance with those requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does mix
provide a legal determination on George Crockett Academy's compliance with those reguirements.

In our opimion. George Crockett Academy compiicd, in all maierial respeets, with the requirentents referred
to abowve that are applicable to 1ts major federal program for the vear ended June 30, 2008, However, the
results of our auditing procedures disclosed instances of noncompliance with those requirements, which are
requred 1o be reported in accordance with OMB Circular A-133 and which are deserbed in the
accompanying schedule of findings and questioned costs as item 08-01.

L
T
]



Irternal Control Over Compliance

The management of George Crockett Academy 15 responsible for establishing and maintaining cffective
internal control over compliance with requirements of laws, regulations, contracts. and grants applicable w
federal programs. [n planning and performing ow audit. we considered George Crockett Academy's
internal control over compliance with requirements that could have a direct and matenial eftect on a major
{ederal program in order 10 determine our auditing procedures for the purpose of expressing our opinion on
compliance, but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly. we do not express an opinion on the effectivencss of George Crockett Academy's
internal control over compliance,

Cur conzideration of the internal contrel over compliance was lor limited purpose described in the
preecding paragraph and would not necessanly identily all deliciencies in internal control that might be
significant deficiencies or material weaknesses as defined below.  However, as discussed below, we
wleniified cenain deficiencies in internal control over compliance that we consider 10 be significam
deficiencies.

A control deficiency in an entity’s internal conwrol over compliance exists when the design or operation of a
contral does not allow management or cmplovees. in the nomal course of perfornung their assigned
functions, to prevent or detect noncompliance with @ tvpe of compliance requirement of a federal program
on o imely basis. A significant deficiency 15 a contrel deficicney., or combination of control deficiencies,
that adversely affects the entity's ahility to administer a federal program such that there 15 more than a
remote likelihood that noncompliance with a type of compliance requirement of a federal program that 18
more than inconsequential will not be prevented or detected by the entity’s imternal control, We consider the
deficiencies in internal contral over comphanee deseribed in the accompanving schedule of Ondings and
questioned costs as item 08-01 to he significant deficiencies.

A material weakness is 4 significant deficiency, or combination of significant deficiencies, that resulis
more than a remote likelihood that material noncomphanee with a type of compliance requirement of a
federal program will not be prevented or deteeled by the entity's Internal contral. We do not consider any of
the deficiencies deseribed 1n the accampanying schedule of finding and questioned costs to be maternsl
wenknesses.

Georze Crockett Academy’s response to the finding identified in our audit described 10 the accompanying
schedule of findings and questioned costs,  We did not audit Georpe Crockett Academy's response and,
accordingly. we ¢xpress no opinion on it

August 15, 2008
Rochester, Michigan
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GEORGE CROCKETT ACADEMY

RECONCILIATION OF BASIC FINANCTAL 5TATEMENTS
FEDERAL REVERUE WITH SCHEDLULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDELY JUNE 30, 2008

Revenue from federal sources - As reported on financial statements
finchudes all funds):

(reneral Fund 3 626,140
School Service Fund 134,150
Federal expenditures per the schedule of expenditures of federal awards b 708,200




GEORGE CROCKETT ACADEMY

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDEDR JUNE 30, 2008

NOTE 1 - Summary of Significant Accounting Poelicies

The accompanying schedule of expenditures of foderal awards includes the federal grant activity of George
Crockeit Academy and is presented on the same basis of accounting as the basic financial statements. The
information 1o this schedule 18 presented in accordance with the requirements of OMB Circular A-133. Awdlirs

of States. Local Governments, and Non-Proflt Organizations,  Therefore, some amounts presanted in this
schedule may differ from amounts presenied in, or used in the preparation of, the basie financial statements.

NOTE 2 - Noncash Assistance

The value of the noncash assistance received was determined in accordance with the provisions of OMD
Circular 4-133.

NOTE 3 - Grant Section Auditor's Report

Management has otilized Form R-7120 and the Grant Auditor's Report in preparing the schedule of
expenditures of federal awards., Unreconeiled ditfercness, if any. have been disclosed to the auditor.

@ 10



GEORGE CROCKETT ACADEMY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 300 200%

Summary of the auditor's results:

1. Anunqualified opinion on the Academy’s financial staements wus tssued.

[

Mo significant deficiencies in the internal control were disclosed by the audi of the financial statemuents.
3. The audil did not disclose any noncompliance which is material w the financial statements.

4. One significant deficiency in the inkemal control over major programs was disclosed hy the aodit.
The deficiency is not reported as a material weakness.

L

An ungualified opinion on the Academy’s compliance Tor major programs was 1ssued.

6. The andit disclosed ane finding which was required 10 be reponed.

7. The Academy's major federal program is: Tule 1{CIEDA 84.010)

& The dollar threshold used 1o distinguish between Type A& and Type B programs s $300.000.
9. 'The Academy has met all of the conditions required for qualification as a Jow-nsk auditec,

There are no 1indings relating to the financial statements which arc required to be reported in accordance
whh GAGAS.

There were audil findings and questioned costs that arc reguired (o be reported in accordance with seclion

FEa) of Circular A-133.



Referenee
umber

08-01

GEORGE CROCKETT ACADEMY

SCHEDULE OF FINDIMNGS AND QUESTIONED COSTS {Continued)

FOR THE YEAR ENDED JUNE 30, 2008

Fingings

Program Name - CFDA 4 84.010: Title 1
Pass-Through Entity - Michizan Depariment of Education

Finding Type - Significant deticiency and noncomphance

Criteria - In accordance with OMB Circular A-87. Attachiment B all employees split
time between federal and other, their time must be supported by Personnel Activity
Reports (PAR"S)

Condition - The Academy was missing some PAR's 1o support the pavroll charged to
1ts MAjoT program.

Questioned - A samiple totaling $86.434 was selected for audit from a popualation of
£234.617. Quesnioned costs otaling 59,564 were found to be in nancompliance.

Cause / Effeet - Academies are reguired v have supporting documenis (PAR'S) for the
time charged 10 major programs,

Recemmendation - The Academy should implement additional internal controls and
procedures to insure thit payroll charped 1o federal grants are supported by tederally
mandated documentation,

Auditee Response - The Academy will implement additional internal controls 1o insure
proper reports are completed accurately to suppart the salaries charged e the grants.





